


STATE OF ALASKA

1991 LEGISLATIVE SESSION

Revision Date:

Agency Affected:

BILL NO. SB 8

Revenue

Title: Annuity Program Amendments BRU: Permanent Fund Dividend Division
Components: Permanent Fund Dividend
Sponsor: Kerttula D1vl slon
Requestor: COMPONENT SERIAL NO. 9 8
EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
OPERATING
PERSONAL SERVICES -0- -0- -0- -0- -0- -0-
TRAVEL -0- -0- -0- -0- -0- -0-
CONTRACTUAL 15.0 15.0 15.0 15.0 15.0 15.0
SUPPLIES -0- -0- -0- -0- -0- -0-
EQUIPMENT -0- -0- -0- -0- -0- -0-
LANDS & STRUCTURES -0- -0- -0- -0- -0- -0-
GRANTS, CLAIMS -0- -0- -0- -0- -0- -0-
MISCELLANEOUS -0- -0- -0- -0- -0- -0-
TOTAL OPERATING 15.0 15.0 15.0 15.0 15.0 15.0
| CAPITAL -0- -0- -0- -0- -0- -0-
| REVENUE -0- -0- -0- -0- -0- -0-
FUNDING: (Thousands of Dollars)
GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -0- -0- -0- -0- -0-
OTHER (RSA) 15.0 15.0 15.0 15.0 15.0 15.0
TOTAL 15.0 15.0 15.0 15.0 15.0 15.0
POSITIONS:
FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME -0- -0- -0- -0- -0- -0-
TEMPORARY -0- -0- -0- -0- -0- -0-
Estimate of current year Impact: None.
ANALYSIS: Contractual expenses Includes $10.0 for printing an extra page In the PFD
Booklet and $5.0 for data chargeback costs. < Source of funds would be an RSA from the
Department of Administration. Sy /. *
_ A\
Prepared By: Thomas C. WilllamQJ /U w Phone: 465-2323
Division: Permanent Fund Dividend Division Date;, March 27. 1991
Approved by Commissioner: Lee E. Fisher
Agency: Revenue / Date: ' y
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, &
Impacted Agencydes).
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FISCAL NOTE
BILL NO. SB 8

STATE OF ALASKA
1991 LEGISLATIVE SESSION

Revision Date: Department Affected: Administration

Title: An Actamending and making effective an BRU: Retirement and Benefits
Annuity Program.

Component: Retirement and Benefits
Sponsor Kertulla
Requestor: COMPONENT SERIAL NO. 64
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES 4033 415.4 427.9 440.7 453.9 4675
TRAVEL 50.0 25.0 25.0 25.0 25.0 25.0
CONTRACTUAL 1.174.6 1,119.6 1.119.6 1.119.6 1.119.6 1.119.6
SUPPLIES 525 605 705 805 905 1005
EQUIPMENT 144.1 O O 0 0 O
LAND & STRUCTURES O O O 0 O 0
GRANTS.CLAIMS O O O O O O
MISCELLANEOUS O O O O O O
TOTAL OPERATING 1,824.5 1,620.5 1,643.0 1,665.8 1,689.0 1,712.6
CAPITAL 0 0 0 0 0 0
REVENUE O 0 0 O O O
FUNDING: (Thousands of dollars)

GENERAL FUND 13245 1.6205 1.643.0 1.665.8 1.689.0 1.712.6
FEDERALFUNDS O 0 O O 0 O
OTHER O O O O O 0
TOTAL 1,824.5 1,620.5 1,643.0 1,665.8 1,689.0 1,712.6
POSITIONS
FULL-TIME: 8 8 8 8 8 8
PART-TIME: O O O O O O
TEMPORARY: O 0 0 O O O
Estimate of currentyear impact:. S1.S24.5 general fund
ANALVSIS: (attach a separate page if necessary.)

See attached for a detailed analysis

1

Prepared Bv: Gary Bader Sﬂ_ S& y A 7 Phone: . 465-4460
Division: Retirement and Benefit/' Date:
Approved by Commissioner: Millett Keller moi Vv & Gy
Agency: Department of Administration
Distribution (by preparer):  Legislatave Finence, Legislative Soonsor, Reguestor, OMB & Impacted Agaoy(ies).
Rev 10/90 Page 1 of 4

Fiscal Note *yy T>>Ar %(



Senate Bill 8
Fiscal note Analysis
Prepared by Division of Retirement & Benefits
Department of Administration
March 29,1991

Analysis: The cost of the annuity program is anticipated to be borne entirely by general fund (GF)
appropriations. This fiscal note assumes that approximately 5% of the permanent fund
dividend recipients (25,000) will participate in the annuity program.

Eight full-time positions will be needed to administer this program on a continuing basis.
Even though we are proposing to contract with a private record keeper, eliminating tne
need for a large staff, this bill requires extensive manual effort to interface with the
contractor. Personnel will handle counseling, address and beneficiary changes, account

maintenance, and cash contributions.

Travel in FY 92 is needed to explain the program and answer questions at several locations
throughout the state. In subsequent years, there will continue to be the need for rural

education and counseling.

There are annual contractual needs for the operation of the annuity program as well as
contract with the annuity record keeper. These ongoing contractual needs are explained
below. The system will be highly automated to reduce the need for a larger staff. An
analyst/programmer V will coordinate D.P. activities.

On-going office supply needs will include microfilming supplies, computer paper stock,
annual statements of account and 1099's. In FY 92, there will also be a one time need for
office equipment and the purchase of a microfilmer and reader for file maintenance.

The total estimated administrative cost to the division by fiscal year is as follows:
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FY 92 FY 93
PERSONAL SERVICES

1 Retirement System Manager $78.7
1 Retirement Specialist 1/11 50.5
1 Retirement Technician I/11 40.9
1 Accountant Il 50.5
1 Accounting Technician | 40.9
1 Clerk-Typist Il 34.0
1 Accounting Clerk 11l 36.8
1 Analyst/Programmer V 70.0
Total Personal Services COSt....ccocvvivicviiveiicinninns $403.3
FY 93 Personal Services w/3% increase $415.4

TRAVEL
FY 92 - 20 trips to various locations throughout

the state for public meetings to explain the
program.

FY 93 and after - trips to various locations throughout
the state for annual enrollment counselling.

Total Travel COSt. i 50.0 25.0
CONTRACTUAL FY 92 FY 93
CPU costs 20.0
Computer tapes 10.0
Disk space costs 20.0
Total DP resource $50.0 $50.0
Record Keeping Contractor
25,000 accts. @ $35.00 875.0 875.0
Information Blitz,
TV, and Radio 85.0 35.0
RSA to PFD division 15.0 15.0
Postage: Information and
warrants 50.0 50.0
Audits 15.0 15.0
Actuarial Consulting 15.0 10.0
Centrex charges (8 lines), long
distance WATS line 30.8 30.8
Floor space (1,000 square feet at
2.25/mo) 38.S 3S.8
Total Contractual COSt......cccevvveeeeiiiiiiiiiiiiee, 1,174.6 1,119.6
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SUPPLIES
Office supplies, calculators
Microfilming supplies
Paper stock
Statement of Account

Tocal Supplies cost.

EQUIPMENT

8 Work stations

8 Chairs

8 PCs and other office equipment
Other office equipment

(Dictaphone, calculators, etc.)

1 Printer

1 Microfilmer and reader

2 File cabinets

8 Phones (600/instrument)

Total Equipment cost.

TOTAL Operations Cost

The continuing personal services costs is estimated to increase at 3% per year.

FY 92
$ 4.0
3.5
40.0
5.0

36.8
2.4
40.0

10.0
4.5
45.0

.6

4.8

FY 92 FY 93

FY 93
S 20
3.5
50.0
5.0

52.5 60.5

1441
$1824.5 $1,620.5

The costs of

administration of this system is anticipated as general funds realized from the offsetting savings

realized from declining Longevity Bonus payments.

appropriations.
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FISCAL NOTE 4
STATE OF ALASKA BILL NO. SB 8
1991 LEGISLATIVE SESSION

Ravison Date; Department Affected:  Administration
Tile An Ad avending and mreking effedive an auity progyam BRU Dvsond Fonears Berefits
ad arerdrents to the langevity bonus program Gorponert: Longavity Borus Rrogram
Soosr: Seretar Kattuia

Requestar: Seretar Kerttuia COMPONENT SERIAL NO.
BedturesRavenues. (Thousands of Ddlars)

CPERATING Fro2 Fra3 Froa Fr% FY % Fyor
PERSONAL SHRAGES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
GONTRACTUAL 1060 0 0 0 0 0
SPALUES 0 0 0 0 0 0
BEQURVENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS QLAING © @L5 (746) (20915) @102 (697
MSCHLANEOUS 0 0 0 0 0 0
TOTAL GPERATING 1060 (L5 (/4.6 (20915 (41002 6907
CAPITAL 0 0 0 0 0 0
RBVENLE 0 0 0 0 0 0
FUNDING  (Thousands of Ddlars)

CENERAL ALND 1060 Ly (74.6) (20915 (41002 6997
FEDERAL RUNDS 0 0 0 0 0 0
OTHR 0 0 0 0 0 0
TOTAL 1060 @15 (746 (20015 4102 6907)
PCHTIONS

RULL-TIVE 0 0 0 0 0 0
PART-TIVE 0 0 0 0 0 0
TEVRCRARY 0 0 0 0 0 0

Edirrete of curent year inpect: 0

ANALYSS (Attach a seperate pece if necessary)

Inpect far FY Al iszaa This fiscal nate assunes there would be an arendmen to the conputer program aontract (to nrodify the langevity
borus systemito print and acoourt: for mutipe dnedss) and conputer senvices suppart. Etinated aost is $89.0. Edtineted oot for nalling and
printing is$17.0.

Pepared by,  Babera Bathary Poe 4654400

Dvisar Haears Bardits v Dae  Agil 11901

Axroed by Gommissioner: Mildlt Keller
Agay.  Advingration Cae

Oitriloution (by preperer). Legdative Fnence, Legidative Soorer, Reguester, OVB, & Inpadted Agaof(ies).



Fiscal N ote
SB 8
April 1, 1991

Projected annual savings under this proposal are tenuous because they depend upon a
number of variables that cannot be predicted accurately. These projections were
prepared as a joint project of the Legislative Research Agency and the Alaska Longevity
Bonus program. A brief discussion of some of the more important assumptions and
variables follows.

The Bonus amount for those turning 65 after January 1, 1993, is $250 less than the
annuity payment for those who turn 65 in the current year. The annuity payment
depends upon:
Permanent Fund Dividends-we use projections provided by the Permanent
Fund Corporation;
the interest rate at which earnings accrue and the interest rate used to
determine an annuity-we used 9 percent as a reasonable estimate in both
cases provided by Legislative Research;
the life expectancy of a 65 year-old-we used figures provided by the
Alaska Department of Labor; and
the frequency of bonus adjustments--we assumed that bonuses would be
adjusted at the beginning of each fiscal year and remain fixed throughout
the year.

The number of recipients who receive $250 per month was determined by applying
mortality and migration figures-supplied by the Alaska Department of Labor—to the
projected number of recipients who will be on the program prior to 1992.

The number of recipients who receive reduced bonuses was determined by applying
population, mortality and migration figures to the current number of recipients in order
to determine the number of new applicants in each year. Migration and mortality
figures were then applied to new applicants in order to determine the number of

recipients who will receive reduced bonuses in each year.

Caveats

Projections exclude the cost of administering an annuity program. The assumption is
that this agency's involvement with the annuity portion of the program would be limited
to being informed of the amount by which bonus warrants should be reduced. Expected
costs of modifying the program in order to pay amounts other than a fixed $250 are

included in the FY 92 contractual line.
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Projections exclude the savings that would occur under the "hold harmless” provisions
of AS 47.45.122. Those costs would be reflected in this fiscal note only if the legislature
appropriates hold harmless funds to this agency for subsequent transfer to the
Department of Health and Social Services.

Projections exclude savings that might occur if the number of recipients declines as the
program becomes less financially attractive to participants and potential participants.

Contractual costs are: Explaining program to 22,000 recipients, 2 mailings plus printing
of information.

2 mailings $ 12,000
printing 5,000
software program revision 89,000
TOTAL $106,000

d\wp\misc\sb8.fn
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Longevity Bonus

SB 8
April 1,1991

Fiscal

Year

1992
1993
1994
1995
1996
1997

Qualified

3

Continuation

Of Present

Recipients Progranm

22,628
23,782
24,936
26,090
27,164
28,118

$67,884,000
$71,346,000
$74,808,000
$78,270,000
$81,492,000
$84,354,000

Division of Pioneers’ Benefits
d\totus\sb8.wk1

Program

Grandfathered New

Recipients Recipients

22,628 0
22,950 832
21,609 3,327
20,286 5,804
19,164 8,000
17,926 10,192

Annuity

$0
$9

.00
.16
$18.
$30.
$42.
$57.

90
03
71
15

7

Longevity

Bonus

Payments

$250.
$240.
$231.
$219.
$207.
$192.

00
84
10
97
29
85

New

Recipients

$0
$2,404,547
$9,226,436
$15,320,471
$19,899,840
$23,586,326

Grandfathered

Recipients

$67,884,000
$68,850,000
$64,827,000
$60,858,000
$57,492,000
$53,778,000

10

SB 8
Cost

$67,884,000
$71,254,547
$74,053,430
$76,178,471
$77,391,840
$77,364,326

Page 4 of 4
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Annual

Savings

$0
$91,453
$754,564
$2,091,529
$4,100,160
$6,989,674



O fficial Business

Alaska State Legislature

P.O. Box V
State Capitol

Juneau. Alaska 99811

MEMORANDUWM

TO: Senator Pat Rodey, Chairman
Senate State Affairs Committee
FROM: Senator Jay Kerttuia
SUBJ: Senate Bill 8 --
Annuity
DATE: March 7, 1991

I would appreciate it if you would schedule Senate Bill 8 which

would establish an annuity for Alaskans.

Under Senate Bill 8, Alaska seniors who are currently

receiving the longevity bonus will continue to be eligible $250.00

per

month for the rest of their life. Seniors who turn 65 between

now and January 1, 1992 will salso be eligible for the $250.00 per

month annuity.

Senate Bill 8 will put into place an annuity program that

people turning 65 after January 1, 1992 will have the option to join.

If a person contributes 100% of his or her permanent fund dividends

(or

the cash equivalent) into the annuity program, that person will

be assured of receiving no less than $250.00 a month for life. Most

Alaskans who choose to participate in the annuity program will

receive much more than the $250.00 minimum.

Under Senate Bill 8, the longevity bonus program will be

completely phased out by the year 2005. By the year 2010, Senate

Bill

8 wil' have cost the state $753.9 million less than the longevity

bonus program in its current form.



| believe that the annuity is the best way to ensure that Alaska
seniors can continue to rely on a monthly check of at least $250.00.
The annuity will enable us to legally secure the Alaska longevity
bonus program. The annuity approach was overwhelmingly approved

by Alaska voters in 1986.

| urge favorable consideration of Senate Bill 8. The longevity
bonus program was started in 1972, before the big oil years. In an
era of declining oil revenues, it is appropriate to put the program
into a form that can always be relied on by Alaskans.

I have attached tables which lay out the bill's fiscal impact.

JK:kh



Alaska Longevity bonus Progiam and Senate Bill 8

General I urid Contw/Snvings
Cost of Coat of Annual Cumulative
Fiscal  Current SO8  Savings  Savings
oar frogom Program  sn O hoo

1002 4 66 4 SOf) S0 0
101)3 60.0 68.7 01 01
1091 721 713 06 10
1006 766 733 22 31
1990 786 74.3 42 73
1807 814 74.3 7.0 144

1998 04.2 734 100 26.2
1999 870 713 167 400
2000 098 67.9 21.0 026
2001 92.3 03.2 290 91 6
2002 %0 670 380 1296
2003 07.9 491 48.8 178.3
2004 100.8 30.1 61.7 230.0
2006 1038 30.0 73.3 313.2
2000 108.9 28.7 78.2 3P1.4
2007 1102 270 032 4740
2008 1136 263 081 602.0
2009 110.0 23.8 B1 0650
2010 1204 22.3 orto 763.0

Note:

*Al Dollar Amounts are In Millions of Nominal Dollars.
eImplied migration rates are from Alaska

Departmont of Labor.

eImplied mortality rotes from Alaska unisex hie

tables for average ngo (74776) of 06

*Annuity Interest Rate Oti

*No Annuel Annuity Service Chergo

Page 1 of ?
Prepared by Legislative Research Aooricv  3/22/01 (91-161
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Alaska Longevity Bonus Program and Senate Bill 8

Projected Annuity and Dividend Payments Longevity Bonus Recipients mSB 8

Poil FY 92 Raclpianli

ROCO

5000

20 Ajsfinal Alnuiry Racalvad

3000

A0

100 Olvldand Racaivad O(MIHHIJ fIaCIplamt

O—T I I I » i i i © i 1 1T » o oy o o o
ir if i 5 it if P OFft ft o ow ft fr ft ft ft ft it if 8. if If*il:jl ft mftftftftftfts
n«ral Yaar flairal Vaat
al Oudlllind  Pont TY02  Tolal DMOU  Amual  Monthly  Pont KYy02  lotal I\/bnth&g\nd
tr nedfiluntu  lnclplnnta IIaprIunIC% nc«dhi - Aty  Annuity Juituti  Annuity « Diul
mp 20011 o) 22020 amllmi sogo 50.00 3260.00 3260.00
1093 22616 1200 2370? 040.71  100.07 0.16 240.04 260 D
1904 21 140 3705 24036 @50 22004 10.00 231.10 26000
1095 10050 0240 20090 04073 30030 30.03 219.07 250 AD
1900 10030 0610 27154 1006 M 612.67 42.71 207.29 260 GD
1007 17600 10020 20120 10/063 06602 67.16 10206 260 AD
1906 18432 12073 29105 14774 00370 73.64 170 36 260.00
Innn 15429 14052 30001 171100 110030 02.37 167.03 250 D
2000 14407 10400 30087 1270 10 130131 11344 13060 260 AD
2001 13003 18294 31090 133029 104523  137.10 11290 25000
2002 12772 20001 32853 140431 196200  103.65 80 45 260.00
2003 11993 21047 33040 1470 77 2310.00  193.07 66 93 250 AD
3004 11201 23594 34064 103/ 06 271132 226% 2400 260 GD
2005 10073 25327 35900 mp41 314004 20249 0@ 202 49
2006 9020 27060 36077 167304 3030.37  303.03 0.00 30303
2007 9322 20705 38000 13304 41531 3479 000 347.94
2006 n/53 30470 39229 107304 470270  390.00 000 390 90
2000 0210 32107 410400 107304 540300  460.28 000 450 28
2010 7717 33901 Lioi . 107304 0101.03  000.4? 0.00 000.4?
P«g« 2 0f 2

PmpnrotJ hy 1 ogininlivo riortoiin.il Aunni-y  3W/IHTN (&1 151)



1991 LEGISLATION
POSITION PAPER
DEPARTMENT OF ADMINISTRATION

Division Pioneers' Benefits Bill Number sbs

Bill Title ~ 2nd making effective cr. annuity trocrev. and amende:
longevity bonus program

Position Statement: Explain briefly what bill does, its inpacts and Departments position, i.e.

a) support, b) ao not support, c) neutral cr 0) oppose.

The Department of Administration supports this bill.

APPROVED:

Director Barbara Bathony Division Pioneers' Benefits
print r.ame

Signature Date vV -/-21
Commissioner V.ll=rt K~!l=-
Signature Date (b tU i/

(For more information, call Barbara Pritchett 455-2200) Rev. 1/23/91



1991 LEGISLATION
POSITION PAPER
DEPARTMENT OF ADMINISTRATION

Division Retirement and Benefits Bill Number SB CS

Bill Title An act establishing the State Annuity Program

Position Statement: Explain briefly what bill does, its impacts and Departments' position,
i.e.a)support, b) do not support, c) neutral or d) oppose.

This bill will establish the State Annuity System which will manage and
invest member contributions from permanent fund dividends. It will be
located in the Department of Administration.

We support this bill with amendments which would define the assets of this
fund as separate program receipts, not treated aSgeneral funds. There are
several questions which are unresolved and whose answers will dramatically
impact the number of participants in the program. These questions deal with
to what degree the contributions to and earnings of this fund are federal tax
exempt.

APPROVED:

Director Garv M. Bader Division Retirement and Benefits

Signature

Date

(For more information, call Barbara Pritchett 465-2200) Rev. 1/91



[& m | BILL ANALYSIS

W=rANTMCN! i - "tUVC SFONC3 _
ADMINISTRATION hETIREMENT AND BENEFITS S3 3 Kerttuia
FRMMEPIL
An act estabiishino a State Annuity Prcaram
CEPARTMENT POSITICN
SuoDort

A 7 i, AuAIE GOMMSa Clicni. iiGINAi «na, f
GyvBdax | ] "A/ fcjiflt

SUMIV ARY
OTHR AENIESATFECTEDBYBLL CONSTTUENTGOLRS ArEOcDSYSLL
Department of Revenue State longevity Bonus
recipients

GGANATION S FRORTRIRBLL GGNATION GFCSTIONTOBLL
Unknown Unknown
ASCALINECTE O NN ASANOEATTAHD
BXKGU NOLEIS AINEINEND
ANNISO-BUARGAVEFCTS

This bill will establish the State Annuity System whose purpose will be manage and invest member
contributions through permanent fund dividents. It will be located in the Department of
Administration which will receive contributions and pay annuities in lieu of longevity bonus

payments.

None

AEEAT AHATPARNIESHET FORATIIAW. CMVINISGRAVLYES
01-009 (Rev. 355)



AMENDMENT

OFFERED IN THE SENATE
TO: SB 8

Page 4, line 3:
Delete "December 31, 1992"
Insert "December 31, 1991"

Page 4, line 7:
Delete "December 31, 1993"
Insen "December 31,11992"

Page 4, line 12
Delete "December 31, 1992"
Insert "December 31, 1991"

Page 4, line 13:
Delete "1992"
Insen "1991"

7~L.SO080\D.I
Cook
03/19/91

BY SENATOR KERTTULA



